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Introduction Colombia 
Taxation in Colombia is part of a series that presents information on 
taxation in various countries of the world. The book is intended to 
supply information of a general character regarding taxation in 
Colombia for use as background when considering the conduct of 
business in that country. Specific questions should be answered by 
reference to the laws and regulations of the country and by con-
sultation with professional advisers in the light of the particular 
circumstances. 
Taxation in Colombia is published in two forms: in a loose-leaf 
edition and as a bound book. Only the loose-leaf edition may be 
supplemented or revised. These supplements will appear on blue-
colored sheets inserted at the end of the book. These supplementary 
pages will be keyed to the original text by chapter and section 
numbers and should always be read in connection with the original 
text. In addition, revised information may be presented on pages 
inserted in the basic text to replace original pages. Revisions of this 
type are indicated by a date that appears on the bottom of each 
replacement page. 
Rules governing taxation are subject to change and reinterpretation. 
in many cases with little or no advance notice. The information in 
this book is based on material available to Deloitte Haskins & Sells 
as of February 1980. 
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Part 1: 
The Tax System 
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Chapter 1 Colombia 
Tax Legislation 
and Administration 
1.01 Enactment of Tax Legislation 
In principle, national tax legislation is enacted by the Congress of 
the Republic, regional taxes are enacted by local legislatures, and 
local taxes are enacted by municipal councils. However, the con-
stitution provides for exceptional situations in which the President 
with the cabinet is empowered to create tax law. Exceptional 
situations are defined by the constitution as those that might cause 
severe disequilibrium in the economic and social organization of 
the country. 
The Executive Branch comprises the President, the cabinet, 
governors of the various departments, and municipal mayors. The 
Congress consists of the Senate (upper chamber) and the House 
of Representatives (lower chamber). 
In certain areas, such as plans and programs for economic develop-
ment, the initiation of new proposals is entirely the prerogative 
of the Executive Branch. In other areas, either the Congress or the 
Executive Branch may propose legislation. The Executive Branch 
issues rulings and regulations on tax matters. This authority is based 
on any of the following: 
• Expressed and specific powers granted by Congress, such as in 
the regulations of tax procedures. 
•The President's power to declare a state of economic emergency. 
The major portion of the Tax Reform of 1974 was issued under 
such a state of emergency. 
1.02 Tax Administration 
The administration of national taxes is basically the responsibility 
of the Ministry of the Treasury and Public Credit. As an exceptional 
case, the remittance tax is administered by the Office of Exchange 
of the Bank of the Republic. The tax accounting and budgeting 
functions are exercised by the General Controller of the Republic. 
Tax administration is performed by the following: 
• General Directorship of National Taxes. This section of the 
Ministry of the Treasury and Public Credit is responsible for 
assessing, verifying, and collecting the internal taxes: taxes on 
income, capital, capital gains, inheritances, sales, and stamped 
paper. 
• General Directorship of Customs. This division of the Treasury 
collects and administers customs duties. 
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• Office of Exchange of the Bank of the Republic. This division of 
the bank is responsible for foreign exchange entering or leaving the 
country and, as such, administers the tax on profits remitted 
abroad. 
• The President's constitutional authority to issue rules and regu-
lations concerning tax laws. The decrees establishing the rates for 
withholding at the source were issued under such authority. 
• The President's expressed constitutional authority to "take care 
of the exact collection and administration of tax revenues." 
Although Congress would be the normal agent to enact the laws 
that create the tax system, recent experience is that almost all taxes 
imposed, and the system for verification of tax returns, have 
stemmed from the exceptional situations outlined above. In recent 
years, only Law 49 of 1 975, Laws 52 and 54 of 1977, and laws 
of 1979 (Laws of Tax Relief) were enacted by Congress in the nor-
mal way. Of course, decrees issued by the President, whether or 
not authorized by Congress, as well as laws promulgated under the 
vested authority of a state of economic emergency, have the same 
force and effect as a law enacted by Congress. However, such 
exceptional legislation situations are subject to the political judg-
ment of Congress, annulling or amending them, and to the automatic 
or compulsory review by the Supreme Court of Justice. 
• The General Controllership of the Republic. The accounting for 
all public finances is under this division, the head of which is 
elected every four years by the House of Representatives. This 
division audits the General Directorship of national taxes. 
1.03 Judicial Review 
General administrative decisions can be obtained from the Council 
of State. Individual administrative decisions can be secured from 
the Department Administrative Courts. Appeals from these deci-
sions are made to the Council of State. 
1.04 Departmental and Municipal Taxes 
The Departmental Assemblies and the Municipal Councils have 
the authority to set taxes within their own jurisdictions. This author-
ity is generally exercised to impose excises on certain consumer 
items (e.g., alcoholic beverages, public performances, etc.) and 
on certain situations, such as real estate taxes. In addition, matters 
related to taxes on industry and commerce are regulated by these 
agencies. These taxes are determined either as a percentage of gross 
sales, area of the industrial or commercial business, consumption 
of electricity, or a combination of these items. Rates usually are low. 
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Chapter 2 Colombia 
Distinctive Features of the 
Colombian Tax System 
2.01 Summary 
Colombia imposes a "basic" tax on all forms of income generated 
in Colombia except for capital gains. The tax rates are progressive for 
individuals and constant for legal entities. There are also "comple-
mentary" taxes on net wealth, capital gains, and transfers of income 
abroad. The income and complementary taxes are administered 
together except for the tax on remittance of profits (1 .02). 
2.02 Classification of Taxpayers 
Taxpayers in Colombia are divided into three categories: 
Individuals and Estates. The rates for these taxpayers are progres-
sive and they are subject to all of the taxes mentioned above. Special 
rules apply to nonresident aliens and resident aliens during their 
first four years of residency. These individuals are taxable in 
Colombia only on their income from Colombian sources and net 
wealth in Colombia. 
Legal Entities. Legal entities are divided into two major groups: 
• Corporations (sociedades anónimas) and like companies, such as 
limited partnerships with shares (sociedades en comandita por 
acciones), the de facto partnerships with characteristics similar 
to corporations, state companies, and enterprises partly owned by 
the state. 
• Limited liability companies and like companies, such as partner-
ships, general partnerships, de facto partnerships, and associations. 
The distinction is based on legal structure defined by the Com-
mercial Code. 
Both groups are subject to the basic tax on income, the tax on 
capital gains, and the tax on profits remitted abroad. 
Colombian domiciled entities are taxed on worldwide income, but 
foreign entities only on income from Colombian sources. Generally, 
domicile is determined by the country of origin. 
Simple Tax Return Filers. There is a group of entities whose sole 
tax obligation is the filing of simplified returns with the purpose of 
supplying certain information that the government needs for tax 
control purposes. These entities are: corporations or partnerships not 
formed for profit, institutions of common benefit, foundations of 
official public interest, as well as the offices of the central govern-
ment, and the departments, the districts and commissariats, as 
well as the special district of Bogota and the municipalities. 
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2.03 The Unitary System of Taxation 
Almost all forms of income, except for the capital gains of individuals, 
are taxed according to the same rates and practices. The source of 
income is not generally relevant. 
2.04 The Tax Year 
The tax year is a calendar year for all individuals and corporations 
with the exception of departing aliens, businesses being liquidated, 
and estates being closed. 
2.05 Tax Incentives for Industry and Other General Incentives 
The unitary philosophy of the tax laws is basically that incentives 
for specific industries should not be of a tax nature. Nevertheless, 
some are provided through either exemption of income, as in the 
publishing industry, or by means of discounts or tax credits, for exam-
ple, in air transportation, forestry replanting, or other transportation 
industries in certain regions. 
Beginning in 1979, a new strategy of incentives was enacted through 
Law 20, called the "Tax Relief Law." Basically, it establishes 
incentive for reinvestment as follows: 
• First, capital gains resulting from the sale of fixed assets are exempt 
if the tax basis (historical cost, plus inflationary adjustments) of 
the asset, plus 80% of the taxable gain, is invested in the acquisition 
of other fixed assets, expansion of industrial plants, agricultural 
projects, or the addition to the capital of existing businesses and 
the balance of the taxable gain (i .e., 20%) is invested in Industrial 
Development Fund (IFI) bonds. Acquisition of IFI bonds has to be 
made in the same year as the sale of the asset. Expansion of indus-
trial plants or agricultural projects has to be made before the 
due date for amending that year's tax return; however, prior 
approval may be obtained from the Tax Administration for an 
extension of time in the case of an expansion of industrial plants. An 
addition to the capital of existing businesses or acquisition of 
fixed assets has to be completed prior to the filing date for that 
year's income tax return. 
• Second, capital gains obtained by business entities will not be taxed 
to the shareholder whenever such gains are reinvested in the entity. 
• Third, corporations have the right to deduct from their income up 
to 20% of the taxable profits exceeding their presumptive income 
(6.02) if an equivalent amount is invested in stocks of new cor-
porations or new stocks of existing corporations as specified by the 
National Counsel of Economic and Social Policy (CONPES). 
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2.06 Exporting and Other Tax Incentives 
In 1967, the Colombian government designed a tax procedure to 
increase exports and the earning of foreign exchange for the country: 
this is called Tax Credit Certificates (CAT); the certificates are 
bearer documents, freely negotiable, which initially were equal to 
1 5% of the value of those exports in which Colombia was especially 
interested. The CAT can be used for the payment of income, 
customs, and sales taxes. Currently the exporter is entitled to a tax 
credit of 40% (corporations) or 20% (limited liability companies and 
individuals) of the CAT certificate face value. The value of the CAT 
is modified regularly. For example, in 1 974, the 1 5% on the f.o.b. 
value of the exports was reduced to 7% for agricultural and cattle 
products, 5% for manufactured goods, and 1 % for some specific 
products and reduced, in general, for the extractive industry. This 
system is subject to further changes because of its relationship with 
the rate of devaluation and export activity. 
In addition, there is a special incentive for the tourism industry: a 
certificate of tourism development (CDT) equal to 15% of the value 
of the investment in hotels for tourists. This is also a bearer 
document and freely negotiable, but its receipt is not exempt income 
nor is it eligible for tax credit. 
2.07 Revaluation of Assets 
To recognize the effects of inflation on assets and that the profit 
derived from their transfers is partly nominal due to inflation, the 
Colombian tax law allows taxpayers to revalue their assets annually 
by the rate of inflation as it is officially stated. The revaluation of 
the cost of the asset reduces the basis for capital gains (fixed assets 
and stocks), but increases the basis for net wealth tax and pre-
sumptive income (only fixed assets). Revaluation does not affect the 
depreciation basis. 
2.08 Andean Pact 
There is an agreement on tax legislation among the countries of the 
subregion. Such agreement set the principles to avoid double taxa-
tion of income and net wealth among the member countries. How-
ever, significant harmonization of tax legislation does not yet exist 
among these countries. 
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Income Taxes 
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Chapter 3 Colombia 
Tax Rates 
3.01 Individuals 
Individuals are subject to the basic tax on income as well as to the 
complementary taxes on net wealth, capital gains, and remittances 
of profits abroad. The first three have progressive tax rates in accord-
ance with the tax tables. 
Colombian tax legislation, beginning with the tax rates for taxable 
year 1974, establishes an annual correction of the monetary factors, 
to protect the taxpayer against the effects of inflation, which is 
rounded to the nearest $1,000.* The correction factor has been evolv-
ing up to 100% of the inflation rate as follows: 8% in 1974, 14% in 
1977, 60% of the inflation rate in 1978 and 100% of the inflation rate 
beginning 1979. Thus, while the starting point for the rate tables for 
1974 was from $0 to $20,000.00 at a rate of 10%, the starting point 
for 1979 was from $0 to $36,000.00 at the same rate of 10% (Rate 
Tables). The taxation of capital gains of individuals also uses the in-
come tax table, following the determination method mentioned later 
(6.06). The tax on net wealth is also based on progressive tax rates 
(Rate Tables). The applicable tax on profit remittances abroad is 12% 
on the value of the remittance. However, when a remittance is made 
by a branch to its foreign head office, the tax rate is 20%. 
3.02 Corporations 
Corporations are subject to income taxes at a flat rate; they are not 
subject to taxes on net wealth; and taxes on remittances abroad other 
than dividends, are taxed in the same way as individuals (12%). 
The income tax rates depend on the form of corporation, as follows: 
Corporations (sociedades anónimas) 40% 
Limited liability companies 20% 
Capital gains of corporations are subject to the same flat rates as 
ordinary income. 
• $ is the symbol used for the Colombian peso. 
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Chapter 4 Colombia 
Returns, Assessments, and 
Payment of Tax 
4.01 Returns 
An annual tax return must be filed on a calendar-year basis within the 
time limits set every year by the Ministry of the Treasury and Public 
Credit, indicating the revenues received and expenses incurred dur-
ing the year, together with a list of assets and liabilities owned as of 
December 31. This obligation exists whenever the gross revenues of 
a taxpayer exceed $36,000 during the year (1 979) or if the gross net 
wealth as of December 31st exceeds $140,000 (1979). However, the 
monetary correction factors contained in the tax laws (3.01) are ap-
plicable to these amounts. 
The obligation to file should be met generally within six months of the 
end of the year in which the revenues were received or the net wealth 
possessed. There are certain exceptions concerning the time for the 
fil ing of the tax return which correspond to the fiscal period (2.04). 
These are: 
• In the case of the liquidation of a corporation, the tax return should 
be filed for the applicable portion of the year up to the date when the 
liquidation certificate was formalized. For this purpose, a term of 
three months is granted beginning with that date. 
• When a person is leaving the country permanently (which is a pre-
sumption in the case of foreign aliens) a tax return must be filed for 
the fraction of that year. 
• When estates are finally settled, a tax return must be filed for that 
fraction of the year. from January 1st up to the date when a decree 
is issued by a judge, approving the distribution of the inherited 
estate. 
Foreign individuals and corporations must file an income tax return, 
whether residents of the country or not, if they have had revenues in 
Colombia exceeding $36,000 or held possession of net wealth in the 
country in excess of $140,000 (1979 figures subject to monetary 
correction factors), within six months of the end of the year, with the 
right to amend the return as explained below. 
• The income tax return is filed with the tax authorities of the locality 
where the taxpayer is domiciled. (If in a foreign country, it should be 
filed with the consul or representative in the country.) An original 
and two copies are prepared; one of the copies is retained by the 
taxpayer. Although it is not mandatory to file the return on the offi-
cial tax forms sold by the government, it is necessary for the returns 
to include all the information requested by the official tax forms. 
• All taxpayers have the right to amend their income tax returns within 
six months following the date established by the government for fi l-
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ing the return. There is an amendment whenever the new informa-
tion supplied changes taxable income or net wealth in the case of 
individuals; otherwise, new information is not an amendment, thus 
not affecting the time limits for administrative decision as it is ex-
plained below. However, the right to amend implies certain addi-
tional obligations of the taxpayer: 
(1) The new information included as a consequence of the amend-
ment or addition must be sufficiently supported. 
(2) It is not acceptable for the correction to result in a reduction of 
the taxable income or wealth nor in an increase of the tax credits or 
discounts, unless these are fully justified or represent simple arith-
metical corrections. 
(3) When the correction of the tax return results in an increase of the 
taxes originally submitted by the taxpayer, such taxes wil l bear in-
terest (nondeductible), which is fixed by resolution of the Monetary 
Board (presently 18%), on the difference between the amount ini-
tially submitted and the new amount in the amendment. 
(4) When the tax return is amended (which must be done within six 
months of the due date), the time available to the government to 
audit the return will begin from the date of the amendment. 
Official Assessment. The government is authorized to issue the 
following official assessments: 
• Before issuing the review assessment, the tax offices, by electronic 
data processing or other means, may issue an assessment correct-
ing simple arithmetical errors which have been made by the tax-
payer. Tax offices must also issue a special request to the taxpayer 
informing him of the basis for a review assessment. The taxpayer 
has to answer such a special request within three months if he con-
siders he can furnish an adequate response. Based upon such an 
answer from the taxpayer, the tax offices determine whether the 
review assessment should be issued. 
• Review assessment. Based on the income tax return filed by the tax-
payer and on the answer given to the special request, the govern-
ment determines the taxes that are payable. For this purpose, a tax 
office has two years from the date the return was filed or amended, 
after which, if a review assessment has not been issued, the govern-
ment accepts the tax return as prepared and filed by the taxpayer. 
• Appraisal Assessment. This assessment takes place when the tax-
payer has not filed an income tax return or when he has filed an 
incomplete return. The government has five years to make this as-
sessment. Interest on the unpaid taxes will run from the date the 
return should have been filed. 
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• Assessment Appeals. After legal appeals by the taxpayer against the 
review and appraisal assessments, the tax authorities may issue 
new assessments, which constitute administrative acts similar to 
the other assessments. Tax authorities have two years after intro-
duction of the appeals to make these assessments. If they do not 
produce such administrative acts the government accepts the terms 
of the claim prepared by the taxpayer. 
4.02 Payment of Tax 
Payments of taxes are divided into two types: the payments made in 
advance through withholdings at source (Chapter 5) or prepayments, 
and subsequent payments. 
A prepayment is an estimate of the taxes for the fiscal period immedi-
ately following the period for which the return is filed: the estimated 
tax payment is made together with the return and payment of the 
taxes thereon. Prepayment is mandatory for taxpayers (individuals, 
undivided estates, and corporations) when more than 75% of their 
gross revenues arise from income not subject to withholding at the 
source. The prepayment is determined by one of the following two 
methods and the taxpayer should use the method yielding the lesser 
amount: 
(1) 30% of the sum of the income tax, plus net wealth tax amounts for 
the taxable year being declared, plus 40% of the income tax and the 
net wealth tax amounts for the taxable year immediately preceding. 
(2) 70% of the income tax amount, plus the net wealth tax amount for 
the year being declared. These computations do not take into con-
sideration the tax on incidental income in the case of individuals or 
that portion of the tax of corporations relating to revenues of the same 
nature as incidental income. Corporations are not subject to taxes on 
net wealth. 
Option 1: 
Income tax 1975 
Income tax 1976 
Prepayment: 
$100 
200 
30% of $200 
Plus 40% of $100 
$ 60 
40 
Total estimated tax for 1976 $100 
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Option 2: 
Income tax 1976 200 
Prepayment: 
70% of $200 $140 
Total estimated tax $140 
See Chapter 5 for withholding at source. 
The actual payment following the return will be based either on the 
computation prepared by the taxpayer or will be based on the official 
assessments determined by the government. 
If the payment is based on the computation which forms part of the 
income tax return, it wil l be made within one year immediately fol-
lowing the fiscal period being declared, and within the terms and 
conditions established by the Ministry of the Treasury. If the payment 
is based on the private assessment prepared by the taxpayer in order 
to pursue an appeal, such payment shall be made before fi l ing the 
appeal. However, taxes claimed by the government in excess of the 
amount determined by taxpayer are not required to be paid to pursue 
an appeal. The payment of taxes determined by an official assess-
ment shall be made within four months following the date of the noti-
fication of the assessment. If the payment is made after these dates, 
it wil l be subject to interest (nondeductible) for negligent delay 
which, at present, is 27% per annum calculated on the delinquent 
payment. 
4.03 Examination of Returns 
In principle, income tax returns filed in Colombia are presumed to be 
true, correct, and adequately presented as filed with the government. 
However, when the officers in charge of issuing review assessments 
f ind omissions in the information supplied, or faulty analyses of the 
documents forming part of the return, or inconsistencies in the re-
turns, these factors wil l be grounds for auditing the return filed by 
the taxpayer through the issuing of a review assessment followed by 
the issuing of a special request. The right to examine the tax returns 
can be exercised by the government with respect to all taxpayers 
within two years from the date of fi l ing or amending the income tax 
return. Information may be requested from the taxpayer or third 
parties in pursuit of a tax investigation. 
4.04 Interest and Penalties for Late Filing and Late Payment 
The negligent delay in the payment of taxes, whether determined by 
the taxpayer or the government, causes interest to accrue which is not 
tax deductible. Likewise, the nonfulfillment of certain formalities or 
the violation of certain rules causes the taxpayer to incur penalties. 
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Interest. Current interest is accrued in two circumstances: 
• When, upon correction of the income tax return by the taxpayer, it 
results in a greater tax amount. 
• When, upon audit, a difference is established between the private 
and review assessments, interest will accrue from the last date for 
the taxpayer to amend the tax return up to four months following the 
notification of the government assessment. 
Delinquent Interest. This applies in the following cases: 
• When payment of the return balance due is not made by the dates 
established by the Ministry of the Treasury. 
• When the taxes have been officially assessed, but payment is not 
made within four months following the date of the official assess-
ment. 
• When the government, prior to the issuance of the official assess-
ment, reviews the arithmetic of the tax return and determines a 
higher tax liability. 
Current interest will be at a rate equal to the one authorized by the 
Monetary Board for short term transactions of commercial banks. 
Delinquent interest is equal to the current interest increased by 50%. 
(At the present time, the rates are 18% and 27%, respectively.) 
Penalties 
•Penalty for Late Filing. When the taxpayer does not file its income 
tax return within the time limits set by the Ministry of the Treasury, 
it is subject to a penalty equal to 10% of the applicable taxes for 
each month, or fraction thereof, up to a maximum of 100%. 
• Penalty for Inaccuracy. When the taxpayer omits or understates 
information for revenues or assets, or includes costs or deductions 
not actually incurred, and when, therefore, a lesser tax is deter-
mined, the taxpayer will be subject to a penalty of 200% of the tax. 
However, if the taxpayer accepts the inaccuracy in the answer to the 
special request, the penalty is reduced to 100%. Also, if the tax-
payer discloses information after the legal date for filing or amend-
ing without being issued a special request, the penalty is 40% of the 
tax determined. 
• Penalty for Tax Credits Unduly Taken. When the tax return includes 
improper tax credits, the taxpayer wil l be subject to a penalty of 
20% of the difference between the credits claimed and the credits 
allowed. 
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• Penalty for Appraisal Assessments. When an assessment of this 
type takes place, the taxpayer will pay a penalty of 300%, 400%, 
500%, or 600% of the tax determined by the assessment, depending 
upon whether the assessment is made in the second, third, fourth, or 
f i fth year following the legal date to present the tax return. 
• Penalty for Improper Accounting Records. When a taxpayer does 
not keep the books required by the Commercial Code or maintains 
them in an inaccurate or fraudulent manner, the taxpayer is subject 
to the following penalties: up to 2% of annual revenues not exceed-
ing $3,600,000; 3% of the portion exceeding $3,600,000 up to 
$9,100,000; and 4% of the portion of annual revenues exceeding 
$9,100,000. When it is impossible to establish the correct amount 
of revenues, the penalty shall not be less than $9,100 nor greater 
than $910,000; but, in any case, it shall not exceed 5% of the net 
wealth of the taxpayer. These penalties are not discretionary for the 
taxing authorities (Rate Tables). 
4.05 Appeals 
When a taxpayer disagrees with a review assessment, it may file 
appeals. 
Review Appeal. This appeal must be filed within two months follow-
ing the date of the related assessment, regardless of the amount of 
tax assessed. It is filed with the Division of Tax Appeal. As explained 
previously, tax authorities have two years after presentation of the 
appeal to make a decision; otherwise, it is understood that the con-
troversy favors the taxpayer. 
Judicial Review. If the taxpayer disagrees with the decision on the 
appeal, he may request a Judicial Review from the Administrative 
Jurisdiction. This remedy must be filed within three months follow-
ing the date of the decision on the appeal, regardless of the amount 
of tax assessed. It has to be filed by a lawyer and there is no need for 
payment of the tax discussed. There is no time limit for a decision 
from such Administrative Jurisdiction. 
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Withholding Taxes 
The following payments are subject to withholding at source: 
• Salaries 
• interest with the exception of that paid to entities under the surveil-
ance of the Banking Superintendency 
• Dividends and yields of investment funds 
• Commissions, fees, and rents 
• Interest and other profits from bearer bonds 
• Profits remitted abroad unless there is a legal representative in 
Colombia 
• Royalties 
The withholding percentages vary and requirements differ depending 
on the type of income and taxpayer involved. 
5.01 National Individuals 
Colombian individuals are subject to withholding for the following 
payments and credits: 
Salaries. Withholding from salaries is based on a table applied to 
taxable wages received by the worker. 
The base to which the withholding rates are applied (Rate Tables) is 
known as SET. meaning Taxable Equivalent Salary, and it is deter-
mined by the following factors: 
• When the worker receives the minimum wage, the SET shall be his 
monthly salary. 
• If the worker receives remuneration in excess of the minimum, the 
SET shall be the lesser of the amounts resulting from the following 
computations: adding all income received by the worker during the 
year, whether taxable or not, and dividing such sum by 13; or add-
ing only those amounts which are taxable (salaries, social remunera-
tions beyond lawful requirements, 50% of permanent per diem, 
etc.) and dividing this sum by 12. 
• When there is a contract that the worker wil l work less than eight 
hours per day, the SET is proportionally increased. Thus, for ex-
ample, if the workday is four hours, the SET wil l be doubled ; 
• Since the SET is computed for an entire year based on salaries re-
ceived during the immediately preceding year, should the worker 
not receive payments during part of the year, the SET shall be re-
duced proportionally for the number of months not worked. Thus, if 
work was performed during three months, the SET will be reduced 
by 75%. 
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• When the worker receives a fluctuating salary, the SET is estab-
lished through the system of proportions or averages, depending on 
whether work performed during the immediately preceding year 
was less than six months, more than six months, or up to 12 months. 
In this case, either of the two former procedures will be applicable. 
Dividends and Yields of Investment Funds. The withholding at 
source on dividends or yields of investment funds paid or credited 
on account is in accordance with the Rate Tables. 
Bearer Bonds. All income derived from the possession, assignment, 
or any other type of transaction related to bearer bonds or securities 
will be subject to withholding at 40%. Profits derived from mortgage 
bonds and economic development bonds issued by the national 
government are exempt from withholding. 
5.02 Foreign Aliens 
Aliens domiciled in the country are subject to the withholdings 
covered in the preceeding section. However, when domiciled abroad. 
withholding at source for all types of payments is 40%, unless the 
aliens have a legal agent in Colombia, in which case the withholding 
at source wil l be the same as for natural individuals. 
Likewise, foreign individuals shall be subject to withholding at 
source for net wealth taxes, in regard to loans made to Colombian 
taxpayers in order for the latter to recognize the respective liability in 
their tax returns. Withholding rate is determined using the progres-
sive tax table for net wealth (Rate Tables). 
5.03 National Corporations 
These are subject to withholding at source only for dividends or 
yields on investment funds, with the rate depending on the legal form 
as follows: 
Corporations and Similar Societies. The withholding at source wil l 
be 3.6% on any payment or credit on account. 
Limited Responsibility Partnerships and the Like. The withholding 
at source wil l be 2% for each payment or credit on account. In addi-
tion, all legal entities, regardless of their nature, will be subject to a 
withholding at 40% on income received from bearer securities. 
5.04 Foreign Corporations 
Corporations that are domiciled in the country will be subject to with-
holding at 40% on: 
• dividends or yields from investment funds; and 
• profits from bearer securities. 
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Corporations not domiciled in the country have withholding at source 
based on the following criteria: 
Dividends. Whether or not the foreign corporation has an agent in 
Colombia, the withholding will be 20% or 40%, depending on the 
following rules: 
• Withholding will be at 20% when the payment or credit is made to a 
foreign corporation not domiciled in Colombia and more than 75% 
of the value of all shares or rights of this foreign corporation is 
owned directly or indirectly by foreign natural individuals not re-
siding in Colombia, or the country of origin of the corporation taxes 
dividends at a rate of 30% or more. 
• Withholding will be at 40% when any of the preceding two require-
ments is not present. 
Other Income. Any other taxable income, including royalties, from 
Colombia are subject to 40% withholding unless there is a legal rep-
resentative in the country. 
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Income Subject to Tax 
6.01 The Nature of Income—Nontaxables 
Discounts and allowances must be subtracted from gross revenues to 
arrive at net income: from gross revenues there will be subtracted re-
turns, discounts and allowances to arrive at net revenues; these will 
be reduced by costs to obtain gross profits; from gross profits all 
deductions shall be subtracted to come to net profit; and, finally, net 
profits will be reduced by the exemptions to obtain net taxable 
income. 
With the exceptions mentioned later, in order for income (or profits) 
to be taxable, it must be realized during the year or fiscal period. 
Realization of Income. Income is earned when it is received in cash 
or kind, measurable in money, in accordance with the Colombian 
Civil Code. The payment represents the extinguishment of a debt. 
This may be overridden by the accounting system adopted by the tax-
payer or the nature of certain types of income. When the taxpayer 
uses the accrual method of accounting, income will be considered 
earned when, in conformity with the accounting method, it is re-
corded, irrespective of the fact that the payment might not have been 
actually received. Partners' income is earned at the time the business 
realizes its profit whether distributed or not and without regard to the 
accounting system utilized by the partner. In the case of a transfer or 
alienation of real property, the income is realized at the date of the 
related public deed. 
Income from National Sources. Income, in principle, is taxable as 
long as it arises from national sources. Colombian natural individuals 
and corporations are taxed on their income from all sources. Resident 
aliens during their first four years of residence are taxed only on 
their income from national sources; beginning with the fifth year of 
residence, they are taxed on all income, whether national or foreign. 
Income from national sources includes: 
• Income or rents derived from the exploitation or sale of personal or 
real property located in the country 
• Remuneration for work and fees for services rendered by individuals 
within the country 
• Interest on credits owned in the country, except temporary credits 
originating from the importation or exportation of goods and bank 
overdrafts 
• All compensation paid by the Colombian government 
• The payments for industrial property or "know-how" used in the 
country and technical assistance rendered in or out of the country. 
However, if the technical assistance rendered out of the country 
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cannot be furnished in the country, and it relates to the preoperative 
stage of the project and the recipient of the payment does not have 
residence in Colombia, the payment only will be subject to the 12% 
remittance tax. 
• Dividends from Colombian corporations or foreign entities having 
business in the country 
• Income from industrial or commercial activities carried out in the 
country 
6.02 Nontaxable Income 
The following items are exempt from taxation: 
Legal Fringe Benefits. These are the ones recognized by the Labor 
Code: 15 days of vacation for every year of work: severance; pension 
not exceeding $20,000 for 1979 (subject to the annual correction): 
maternity payments: funeral services for the worker; family subsidy 
In addition, the tax law exempts 100% of occasional travel expenses 
and 50% of permanent travel expenses. 
• Interest received from government bonds issued prior to September 
30, 1974 
• Proceeds from life insurance policies 
• Income of national and foreign authors. For national authors, the 
first $180,000 received is exempt in each year for each title. For 
foreign authors, the exempted amount is $91,000. These amounts 
are subject to the annual adjustment (3.01), begun in 1974 
• The income exempted by international treaties (Chapter 12) 
• Under the constant value savings system (UPAC), the interest ex-
empted annually as a monetary correction factor, computed by the 
Administrative Department of National Statistics (DANE). (See 
Appendix.) 
Revenues Not Constituting Income. There are some revenues which 
are not income, and so cannot mitigate the application of the pre-
sumptive income. These are the following: 
• That portion of the total profit from the transfer of taxpayer's house 
or apartment (not necessarily his residence) corresponding to 10% 
of same profit for each year elapsed between the date of acquisition 
and the date of sale of such property 
• 30% of the sett lement received due to unjust i f ied release f rom a job 
• Proceeds received f rom insurance companies or others as compen-
sation for damage to assets or casualty losses 
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6.03 Classification of Income 
Ordinary Income. In principle, all income in Colombia is ordinary. 
Exceptions are as follows: 
Special Gross Income. Certain types of income are so classified 
because of the manner in which their costs are determined; these are: 
• Gross income under the instalment sales method. When the tax-
payer carries on his business activity selling under the instalment 
method, it may limit gross income to collections on account. The 
taxpayer must have an organized accounting system for instalment 
sales: the initial down payment for the sale may not exceed a cer-
tain percentage of the total contract price which is set periodically 
by the Monetary Board. At present, it is 40%. 
• Gross income from the sale of livestock. Income is determined by 
the difference between sales price and cost. The cost corresponds 
to the commercial value on December 31 st of the prior year and in 
the case of cattle, as determined by the Ministry of Agriculture, un-
less the livestock is bought during the same year in which the sale 
takes place; the cost in this case is that of acquisition. In theory, the 
intent of the law is to eliminate taxation of income from livestock 
activity and tax the presumptive income basis as described 
hereinafter. 
• Gross income from business trust contracts. The determination of 
this gross income presents several peculiarities, depending on the 
origin attributed for tax purposes to the object of the trust agree-
ment and to the income derived therefrom, in accordance with the 
provisions of the agreement. 
• Gross income of insurance companies. Insurance companies are 
similar to corporations. However, there are certain reserves, ex-
penses, and revenues that are particularly applicable to insurance 
companies, such as: the technical reserve, the mathematical re-
serve, the casualty payments, disbursements for salvage, reinsur-
ance premiums ceded, revenues received from direct premiums, 
and premiums from reinsurance assumed. 
Special Net Income. As described in 6.01, net income is usually 
the result of subtracting the deductions from gross revenues. How-
ever, the following are special cases where net income is the result of 
applying different rules: 
• Net income from recovery of deductions. Recovered deduct ions, 
such as depreciation, depletion, amortization, loss on fixed assets, 
provision for investments, etc.. constitute special net income. 
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• Net income from certain services. Subject to the compliance with 
certain requirements, costs and revenues may be deferred until the 
service is complete, such as in the case of a construction contract. 
• Income from usufruct. On the residence and facilities for leisure 
owned by the taxpayer in 1979, there is an imputed net income 
equivalent to 5% of the cadastral value in excess of $680,000, sub-
ject to the annual adjustment. 
Special Taxable Income. Ordinarily, taxable income is net income. 
However, there is taxable income which arises because of the opera-
tion of special laws as follows: 
• Workers income. This is obtained as a result of a labor relationship. 
Because it does not bear any cost or deductions (except for pay-
ments for social security or for the pension fund) and because social 
benefits constitute exempt income, the legislature considers it as 
special taxable income. 
• Income upon comparison of net worth. When the taxing authorities 
compare the net worth of the current fiscal period with that of the 
preceding year and the difference exceeds the total of the taxable 
income (including exempt income and capital gains of the taxpayer), 
the difference will be considered taxable income. 
• Presumptive income. The law presumes that net worth should yield 
an income of at least 8% of its value on the preceding December 
31 st. If the taxpayer's income does not reach that minimum, the tax-
ing authorities may determine the tax based on the minimum. 
• The government might accept lower yields when unusual circum-
stances prevent reaching the minimum level, especially when, by 
actions of the government (e.g., price controls, prohibition of urban 
development, etc.), this yield cannot be reached or when more than 
50% of the gross net worth of the taxpayer is engaged in industrial 
or agricultural activities in a start-up period. Ordinary operating 
losses will not be construed as unusual circumstances; they wil l not 
prevent the determination of taxable income by the presumptive 
method. If the taxpayer is a corporation under government supervi-
sion or if it is engaged in agricultural activities, such operating 
losses may be deferred and amortized over the subsequent five-year 
period in percentages at the discretion of the taxpayer. Agricultural 
losses can be amortized solely against agricultural profits. 
6.04 Corporate Income 
Income obtained by legal persons in Colombia is subject to a tax of 
40%, if the taxpayer is a corporation or similar legal entity. Foreign 
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entities are subject to the same tax treatment as domestic corpora-
tions, except that partnerships are not subject to the imputation of 
presumptive income. 
6.05 Interest Received 
Interest is normally subject to the rates which apply to ordinary in-
come, except in the following situations: 
• If the interest is received from loans on a short-term basis related to 
the export of goods, there wil l be no tax. 
• When interest is received from securities issued by the national 
government before September 30, 1974, these amounts wiII be tax 
exempt. 
• When individuals receive interest from deposits in savings funds or 
in the savings sections of commercial banks, they get a tax credit 
equivalent to 20% of the interest on the first $100,000 received, 
provided that the net worth of the taxpayer does not exceed 
$4,000,000 for 1979. Corporations do not receive this benefit. (The 
annual correction adjustment also applies.) 
6.06 Dividends Received 
Individuals. Dividends received by individuals are treated as ordi-
nary income and subject to withholding at the source. The receipt of 
dividends also gives the 20% tax credit, referred to at 6.04, which 
applies to deposits in savings funds or yields on investment funds. 
Domestic Entities. When dividends are received by a legal national 
entity, the income will be subject to a 40% tax if the entity is a corpo-
ration and 20% if it is a limited partnership. There is withholding of 
3.6% and 2%, respectively, depending on whether the recipient is a 
corporation or a limited partnership. When certain conditions are 
met, domestic entities may have tax discounts of 36% or 18% of the 
dividends received, depending upon whether the recipient is a corpo-
ration or a limited partnership. 
Foreign Entities. Dividends received by foreign entities in Colombia, 
if domiciled in the country, are subject to withholding at source at 
40% on the amount of the dividend and must pay taxes at that rate. If 
not domiciled in the country, the rate for withholding and for the tax 
is either 20% or 40%, depending on the circumstances described at 
5.04. 
6.07 Capital Gains (Incidental or Irregular) 
Individuals, undivided estates, and all types of business entities are 
subject to a complementary tax on capital gains. 
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Capital gains arise from: 
• Gains obtained from the sale or exchange of personal or real prop-
erty having the nature of fixed assets and which the taxpayer has 
owned for more than two years. If held for a shorter period they will 
be considered as ordinary income. The first $50,000 of such gain, 
annually adjusted, is exempt. 
• If the gain is from the sale or exchange of a house or apartment 
owned by the taxpayer, the gain is reduced by 10% for each year 
such asset has been in the possession of the taxpayer. 
• The portion of the monetary correction which under the constant 
value savings system (UPAC) exceeds 8% is exempt (Rate Tables). 
Example: 
A UPAC asset is held during the entire fiscal period, at the beginning 
of which its price was $200 and earned revenues of $44 were 
distributed as follows: 
• Interest (5%) $10 = Ordinary income 
• Monetary correction (17%) = $34 treated as follows: 
Exempted income (8%) = $16 
Remaining $18 = Incidental income 
• Incidental income also arises from the liquidation of an entity, ex-
isting for two or more years, equal to the value received in excess of 
the invested capital, provided the proceeds do not represent net dis-
tributable income, such as dividends or equity distribution. 
• Corporation or partnership distributions representing gains from the 
sale or exchange of goods which have been part of the fixed assets 
of the entity for over two years. 
• Amounts received as inheritances, bequests, and donations. The 
first $500,000 (annually adjusted) received as an inheritance by a 
decedent is exempt. 
• The first $300,000 (annually adjusted) of prizes or awards received 
in contests of a national or international character whether scien-
tif ic, literary, artistic, journalistic, or sports related are exempt. 
In all of the above cases, the gain is taxed as follows: 
Individuals at 50% of the marginal rate applicable to the ordinary in-
come of the taxpayer, but not less than 10%; business entities, 40% 
or 20% for corporations and limited liability companies, respectively. 
However, lottery, raffle, and betting prizes are taxed at 10%, after 
deducting other taxes, such as the local lottery tax. 
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Investment of Capital Gains. As explained at 2.05, capital gains 
derived from the sale of fixed assets will be exempt if they are in-
vested in other fixed assets, new ventures, or additions to capital. 
Moreover, capital gains obtained by business entities will not be 
taxed to the stockholders whenever such gains are reinvested in the 
entity. 
6.08 Income from Royalties, Patents, Copyrights, Etc. 
The system and rates are the same as those which apply to other 
types of income. Royalty payments are subject to certain formalities 
and to the approval by the Royalty Committee. The payor must sub-
mit the underlying contract to the tax authorities for their approval. 
All payments made abroad that correspond to income or capital gains 
obtained in Colombia, except dividends, are subject to the comple-
mentary tax on remittances. 
6.09 Insurance 
Revenues arising from life insurance are exempt from all taxes. 
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Deduction Items 
7.01 Business Expenses 
All disbursements and expenses incurred in connection with any 
income-producing activity are accepted as deductions, provided they 
are necessary and reasonable. The necessity and reasonableness of 
an expense or a disbursement are judged according to various 
criteria. 
Repairs to Rental Property. The law assumes that all taxpayers have 
incurred maintenance expenses on their real property equal to 1 % of 
its appraised value or cost, if that is greater. No documentation of this 
deduction is required. Should the taxpayer incur expenses in excess 
of 1%, the tax law allows the deduction of substantiated expenses. 
Interest Paid. There must be a relationship between the production 
of income and the payment of interest, amplified by the fol lowing: 
• If the interest is paid to an organization under the supervision of the 
Superintendent of Banks, it wi l l be accepted as a deduction. 
• When interest is paid to individuals or entities not under the super-
vision of the Superintendent of Banks, the recipient and the amount 
of the debt must be disclosed. Also, the deduction allowed cannot 
exceed the interest calculated at the highest rate authorized to bank-
ing institutions by the Monetary Board during the corresponding 
taxable year. Any portion exceeding that amount wi l l be disallowed. 
• Interest paid in financing the acquisition of the taxpayer's residence 
wil l be allowed as a deduction within limitations: if the debt is to an 
entity subject to government supervision, its certification wi l l suf-
fice ; if not, the credit must be supported by a mortgage; the interest 
rate cannot exceed the highest rate set by the Monetary Board; and 
the payee must be identified. 
Taxes. The taxes listed below are deductible, providing the number 
and date of the receipt of payment is indicated in the tax return. In all 
cases, the accounting method for the deduction of taxes is the cash 
basis. Deductible taxes are: 
• Industry and Commerce Tax 
• Stamp and Sealed Paper Taxes 
• Vehicles Tax 
• Real Estate Tax 
• Registry and Inscription Taxes 
Sales taxes paid in connection with the acquisition of fixed assets are 
part of the cost of the assets. 
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Payment for Personal Services. The deduction for wages and 
salaries is normally allowed, but is subject to limitations. The maxi-
mum deduction is $54,000 per month for the manager or director of 
the enterprise and $36,000 for the other positions (both figures are 
adjusted annually) when the recipient is someone related to the enter-
prise, i.e.: (a) when the recipient or a member of his immediate family 
owns 50% or more of the net worth of the enterprise; (b) when the 
manager of the entity has close kinship with the worker. Payments 
made to individuals by entities economically related, as defined by 
the Commercial Code, are aggregated in order to determine the limits 
set above. In addition, the employer must make certain payments to 
social programs, such as the Colombian Institute of Social Security 
(ISS), the National Service of Apprenticeship (SENA), the Family 
Compensation Fund, and/or the 2% payroll tax to the Colombian 
Institute of Family Welfare. The employer must also withhold in-
come tax from salaries and deposit these funds with the National Tax 
Office, together with a detailed list of the amounts withheld. Income 
tax returns must be accompanied by a detailed list of all payments 
made, indicating the amount, the tax identification (NIT), and the 
name of the recipient. The following are also deductible: 
(1) Severance Pay. When the taxpayer's accounting system is on the 
accrual basis, all severance pay irrevocably accrued in favor of the 
worker will be deductible. 
(2) Retirement Pensions. Although the Colombian Institute of Social 
Security covers the majority of the workers, there are still cases 
where the employer must pay pensions directly. These are also 
deductible. 
(3) Provision for the payment of future retirement pensions. When 
workers are not included in the coverage of the Colombian Institute 
of Social Security, the employer may accrue for this liability, provided 
his computation conforms to accepted actuarial techniques and is 
previously approved by the Superintendent of Corporations. 
Expenses in Kind. When expenses are paid in kind, the deduction 
will be the commercial fair market value at time of delivery. If kind is 
given in payment of an acquired debt, its value is equivalent to that 
of the debt. 
Expenses Incurred Abroad. Deductions for expenses paid in Col-
ombia but incurred abroad are limited to 10% of net income before 
such expenses. Affiliated companies, also subject to the 10% limit, 
must acquire prior approval by the Tax Administration. Companies 
regulated by the Minister of Mines and Energy must obtain the 
Minister's approval. 
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Payments in Foreign Currency. When payments are made in foreign 
currency, the value will be the cost of acquiring it at the Bank of 
the Republic. If there are debts abroad, the unpaid balance at the end 
of the taxable period must be adjusted for any profits or losses at 
the official rates of exchange. When the debt is paid, the taxpayer 
must record an adjustment of the related account payable for the 
difference between the value actually paid in Colombian pesos and 
the amount recorded in the account. The taxpayer must include 
in its income and patrimony tax returns a list of the exchange 
adjustments. 
7.02 Depreciation 
The following depreciation methods are allowed in Colombia: 
• Straight-line; 
• Declining-balance; and 
• Any other method, provided it has been submitted for approval to 
the tax authorities at least three months prior to its use. 
The range of useful lives of depreciable assets will be between three 
and twenty-five years; determination rests with the government. The 
law authorizes the government to establish the estimated useful 
life of the different classes of assets. However, this has not happened 
yet and, temporarily, the following have been established: 
• Vehicles and aircraft 5 years 
• Machinery and equipment 10 years 
• Real property (excluding land) 20 years 
When the assets are not used in their ordinary way, the National Tax 
Office may authorize shorter lives. The government allows deprecia-
tion rates of up to 40% per annum for any asset acquired after 
January 1, 1976. In addition, accelerated rates of depreciation may 
be requested, even beyond 40%, for assets acquired after December 
31, 1975, and not used in the country prior to being acquired. 
This is the case if the asset is utilized for more than the normal shift 
(usually 8 hours per day). Thus, the depreciation rate may be 
increased by 25% a year for each additional full shift and propor-
tionally for additional shifts shorter than a normal shift. Irregular 
depreciation rates will be allowed as well as an abstention from 
claiming the deduction for one or more years. 
The depreciation base of a tangible fixed asset is historical cost, 
plus custom duties, sales taxes paid, and improvements. Intangibles 
are not depreciable; they are subject to a special amortization 
method. The method of depreciation or amortization must be con-
sistent over the asset's life. 
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When used property is acquired, the useful life claimed by the new 
owner must, when added to the number of years in which the prior 
owner claimed depreciation, be at least equal to the useful life 
allowed by law. In the year of acquisition, the depreciation rate should 
be in proportion to the number of months, or fraction thereof, that 
the asset was owned during the year. If this is not done, the National 
Tax Office wil l compute the depreciation rate at 50% of what it 
would have been for the entire year. 
7.03 Depletion 
There will be a special deduction for depletion when the taxpayer's 
income is derived from the exploitation of hydrocarbons in zones 
where the subsoil is private property, or from concessions or contracts 
in effect as of October 28, 1974. 
The amortization method applies in the following cases: 
• Oil investments by the government-owned oil enterprise (Ecopetrol) 
• Mining investments, nonhydrocarbon gases, and natural deposits, 
pertaining to contributions, concessions and permits entered into 
after October 28, 1974. At the taxpayer's option, the base for the 
deduction will be calculated using either of the following alterna-
tives: technical estimates of the cost of operating units or fixed per-
centage. When a method is selected, it may be changed once with 
the previous consent of the National Tax Office 
The technical estimation method determines the amortization per unit 
by dividing the cost of the exploitation by the estimated number of 
barrels of petroleum or units of gas or other mix for such exploitation. 
This method will change the estimated number of barrels or units as 
production of the exploitation emerges. 
The fixed percentage deduction is 10% of the gross value of the prod-
uct extracted and marketed during the taxable period, less the 
amount equal to the amounts paid or accrued in favor of individuals, 
or to the value of the contributions pertaining to the nation, or to the 
tax paid or accrued on private property oil, as determined by the Min-
istry of Mines and Energy. This deduction is allowed until the capital 
investments are fully amortized. Once the investment has been amor-
tized, the investor is allowed an income tax exemption equivalent to 
the depletion rate computed on a fixed percentage method. 
In addition to the depletion deduction, there is a special deduction of 
15% of the base used to compute the normal deduction. The sum of 
the regular and special depletion may not exceed 45% of the tax-
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payer's net taxable income before the depletion deduction. For sites 
located east and southeast of the summit of the Eastern Mountain 
Range, the factor of the special depletion deduction will be 18% of 
the base, until full amortization of the investment, but limited to 50% 
of the net taxable income of the taxpayer, computed before the 
normal deduction. 
The additional and special deductions apply whether the base is com-
puted by the percentage or technical estimation method. In the latter 
case, the 45% and 50% limitations do not apply. 
Once the entire investment is amortized, the special depletion factor 
(1 5% and 18%, respectively) will be an income tax exemption. For 
both the normal and special exemptions to apply, the amounts must 
be reinvested within three years in exploration activities in the coun-
try. The portion not invested will be income in the third year. If the in-
vestment amount exceeds the exemption value within three years, the 
taxpayer will receive credit for the excess in subsequent years. 
Concessions established before October 29, 1974, are amortized at 
10% per year in the preproductive period. 
7.04 Amortization 
The Colombian law allows the amortization of investments con-
sidered necessary to begin operations of a business, provided such 
investments have not given rise to any other type of deduction. 
These investments generally are in the nature of installation, organ-
ization, development, acquisition, or exploitation. The cost of in-
tangibles subject to wastage is amortizable. 
The amortization of investments is over a minimum of five years, 
except in unusual cases. Adjustments for this deduction can be made 
in the year in which the business is terminated. Amortization need not 
be ratable over the five-year period. 
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Chapter 8 Colombia 
Accounting for Business Income 
and Expenses 
8.01 Tax Accounting Generally 
Individuals are restricted to the cash basis; all other taxpayers may 
use either the cash or accrual method. 
8.02 Accrual of Business Income and Expenses 
The time for the accrual of income and expenses follows the U.S. 
pattern. There are some exceptions which are outlined below: 
• Dividends are recorded when declared and credited on account, 
and, thus, are subject to demand by the stockholder. 
• Real property transactions are recorded on the date the deed is reg-
istered in the appropriate public office rather than on the contract 
date. 
• Bad debts may be written off either under the reserve or specific 
write-off method. 
• Depreciation can be on the straight-line, declining-balance, or any 
other method (7.02), but changes in method or useful life must be 
applied for at the National Tax Office at least three months before 
the beginning of the fiscal year in which the change would be 
instituted. 
• Tax law expressly prohibits the write-off of losses in agriculture 
against profits from other activities, although it is permissible to 
amortize them against profits of the same nature obtained during 
the following five years. 
8.03 Long-Term Contracts and Instalment Sales 
If the taxpayer uses the instalment method (Chapter 6), the following 
rules apply: 
• The value of the down payment may not exceed a percentage of the 
total price which is fixed every year by the Monetary Board. At pres-
ent, it is 40%. 
• The ratio between the total cost of an item and its sale price must be 
determined in order to compute the annual gross profit. A cost 
amount is deducted from the annual revenues in the same propor-
tion as the ratio. 
• The deferred gross profit must be recorded in a separate account. 
• In the event merchandise is repossessed, the goods are recorded at 
original cost, less the portion of payments received which represent 
recovery of that cost. If the merchandise is not recovered, the un-
recovered portion of the cost is deductible. 
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8.04 Inventories 
The transfer cost of movable assets may be determined on the basis 
of physical inventories, perpetual inventory methods, or any other 
method previously approved by the National Tax Office. The taxpayer 
may change from the physical to perpetual inventory method or vice 
versa without permission of the National Tax Office. Nor would such 
permission be necessary for changes in the valuation methods of in-
ventory, such as LIFO, FIFO, or average. 
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Chapter 9 Colombia 
Provisions Peculiar to Corporations 
9.01 Domestic and Foreign Corporations Compared 
A domestic corporation is one that is organized in Colombia. A for-
eign corporation is one that is organized elsewhere. Regardless of 
their legal nature, whether a capital stock corporation or partnership, 
all foreign entities are treated as corporations in Colombia; they are 
taxed at 40% and are subject to the presumptive income provisions. 
An exception is the tax treatment of dividends received by foreign 
corporations. If these corporations are not domiciled in Colombia and 
their country of origin taxes dividends at a rate of 30% or higher, or 
when over 70% of the value of their shares and warrants is owned by 
natural foreign individuals not residing in Colombia, the applicable 
tax rate is 20%, not 40%. 
For corporations not domiciled in Colombia, the payment of taxes 
wil l always be in the form of withholding at source unless a resident 
agent is appointed. The payment of profits or dividends to a corpora-
tion domiciled in another country requires a "draft of profit remit-
tance abroad" which, with one exception, triggers the complementary 
remittance tax. The rate for this tax is 12%. For example, when the 
corporation domiciled abroad earns a profit in Colombia of $100, the 
income taxes withheld at source are $40; the amount of the draft is 
$60, against which the 12% will be applied. The amount remitted will 
be $52.80. When a foreign corporation is domiciled in Colombia 
through a branch, the remittance tax will be 20% on the amount of 
the draft. 
When profits in Colombia are remitted by dividends to a foreign 
corporation domiciled abroad, the tax is 20%, while Colombian 
corporations are taxed at 40%. This only applies if the conditions at 
5.04 are met. 
For corporations in which 51 % or more of the subscribed capital is 
owned by government enterprises, Colombian citizens or business 
entities in which at least 51 % of their capital is owned by Colombian 
citizens or the government, there is a tax credit of 8% of the income 
tax payable after deducting other tax credits. 
9.02 Tax on Accumulated Profits 
There is no accumulated earnings tax in Colombia. 
9.03 Affiliated Companies—Group Relief 
Colombia has no provision for consolidated returns or group relief. 
9.04 Investment Holding Companies 
The treatment given by the tax law to these companies is the same as 
that given to all others, depending on their legal form, i .e., whether 
they are stock companies or partnerships. 
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9.05 Unit Trusts and Investment Trusts 
These are treated the same as holding companies. 
9.06 Special Types of Companies 
Insurance companies and savings associations have special reserves, 
provisions, and deductions peculiar to these industries. 
If a cooperative distributes profits to members or affiliates, it is taxed 
as a partnership. If not, it is completely exempt from taxes. 
Companies of General Public Benefit. These companies present a 
situation similar to cooperatives; the tax treatment depends on 
whether they are in business for profit or not. If they are in business 
for profit, the tax treatment is the same as that for a limited liability 
company. 
Banks and mortgage companies operate as corporations and are reg-
ulated by the Superintendent of Banks. 
9.07 Liquidation and Other Corporate Changes 
An entity is taxed for the entire year according to its legal form as of 
December 31. 
Reorganizations from Stock Companies to Partnerships. Gross 
income equal to the accumulated profits is charged to the partners 
(or incidental income when the partners are individuals) during the 
year in which the reorganization takes place. 
Reorganizations from Partnerships to Stock Companies. When a 
charge to current income and credit to the minimum legal reserve is 
made in the year of transition, the stockholders will be taxed on an 
assumed dividend in that amount. 
Merger of a Stock Company into a Partnership. There is gross in-
come or incidental income for those stockholders active during the 
year of the merger for accumulated profits of the corporation in a 
prior period. 
9.08 Credit for Distributions 
Corporations may claim a tax credit for 36% of the dividends re-
ceived from other corporations and 16% of the distributions from 
partnerships providing that these distributions do not exceed 30% of 
the distributing entity's income and that other conditions are met. 
Tax Credit Certificates (CAT) may also be offset against taxes due. 
Colombian taxpayers can claim foreign tax credits for income re-
ceived from foreign sources up to the amount of Colombian income 
tax on the income. 
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Chapter 10 Colombia 
Provisions Peculiar to Individuals 
10.01 General 
Individuals who do not meet the Commercial Code definition of mer-
chants need not maintain accounting records. Only individuals are 
subject to taxes on net worth. There is a surcharge when Colombian 
nationals are out of Colombia for more than three consecutive 
months or four nonconsecutive months in the tax year. The surcharge 
is equivalent to 1 5% of the income and complementary tax. For each 
additional month or fraction thereof, there is an extra charge of 2%. 
10.02 Itemized Tax Credits (All Subject to the Correction Factor) 
All taxpayers are entitled to the greater of a $1,800 special deduction 
of 20% of the first $50,000 in rents paid, plus 5% of the balance of 
these rents, plus 10% of medical and educational expenses. 
There is also a tax credit of 25% of the first $20,000 of the taxes 
withheld from salaries, and 10% on the excess. Taxpayers with a net 
worth of less than $4,000,000 can claim a tax credit of 20% for the 
first $100,000 of dividends, investment company income, and sav-
ings accounts. 
10.03 Personal Allowances 
Personal allowances are $1,800 for the taxpayer, $1,800 for the 
spouse if the spouse has no income or wealth, and $900 for each de-
pendent who is a member of the household. 
10.04 Resident and Nonresident Individuals Compared 
Resident Colombian nationals are taxed on their worldwide income 
while nonresidents are taxed only on Colombian-source income. For-
eign nationals are taxed only on their Colombian-source income. 
Through their fourth year of residency and thereafter resident foreign 
nationals are also taxed on their worldwide income. All payments 
made in Colombia have to be in Colombian pesos, according to ex-
change control rules. 
When income is earned in Colombia, but payment is made abroad, 
there is an additional tax of 12% on the remittance. 
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Relief from Double Taxation of Income 
11.01 Tax Treaties 
Colombia has entered into tax treaties with the United States, West 
Germany, Argentina, Chile, and Venezuela regarding air and maritime 
transportation and is a participant in the Andean Pact decisions 
Nos. 24 and 40, regarding the taxation of income by source within the 
region. 
11.02 Foreign Tax Credits 
As mentioned at 9.08, Colombia has a system of foreign tax credits 
similar to the U.S. system, but restricted to Colombian nationals or 
Colombian business entities. The credit may not exceed the Colom-
bian tax on the foreign-source income. 
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Chapter 12 Colombia 
Pensions and Other Retirement Benefits 
12.01 Social Security 
The Social Security Law provides for retirement pensions and bene-
fits to persons who have worked for the government or for private en-
terprises for 20 years, and have reached the age of 55 years in the 
case of men and 50 years in the case of women. Employers' contribu-
tions to this pension fund are fully deductible. Although this benefit is 
administered by the Colombian Institute of Social Security (ISS), pri-
vate pension schemes for covered workers are also permitted. The 
first $20,000 per month is tax exempt to the recipient (subject to the 
correction factor) and the excess is taxable income. 
12.02 Other Benefits 
There is no other social security system for retirees, nor are there any 
special provisions for profit sharing, or other distributions by employ-
ers to employees. 
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Chapter 13 Colombia 
Taxes on Sales, Transactions, 
Commodities, and Property 
13.01 Taxes on Sales 
For most situations, this tax arises on the sale, exchange, or importa-
tion of finished products. Certain specified services are also subject 
to sales tax. The tax is due: 
• In the case of a sale, on the date the invoice is issued. If no invoice is 
issued, then at the time of delivery 
• When goods are removed from inventories, other than by sale, at the 
time the transaction is recorded in the accounting records 
• In the case of importations, at the time the merchandise is registered 
with Colombian authorities 
• When services are rendered upon issuance of the invoice; and if no 
invoice is issued, when the service is completed 
• In case of exchange or delivery as partial payment, at the date the 
property is delivered 
All persons who might become liable for this tax must: 
• Register with the General Office of National Taxes 
• Issue an invoice for each sale indicating the tax base, and appli-
cable rates 
• Keep separate accounting records by groups of products, showing 
the rate of each, and maintain an account called "Sales Taxes 
Payable" 
• File a bimonthly sales tax return and pay the tax collected 
The rates very from 6% to 35%. When a product is not included in any 
of the rate tables, the applicable rate will be 1 5%. There are also spe-
cial rates such as 10% on gasoline, 4% on oil and allied products, and 
8% on beer. Most goods and drugs, as well as certain other items, are 
exempt from this tax. 
13.02 Valorization Tax 
This tax is based on the estimated increase in value of real property 
due to public works of the national, state, or local government. It is 
administered by a national council of valorization. 
13.03 Petroleum Revenue Tax 
There is a 114% tax on the refinery price of gasoline and 55½% tax 
on the refinery price of diesel fuel. The tax is paid by the refiner or 
importer semimonthly. 
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13.04 Excise Tax 
The national government imposes taxes on lottery tickets, playing 
cards, hotel occupancy, and other items. The states and municipali-
ties can tax beer, liquor, and cigarettes as well as other items. 
13.05 Local Taxes on Real Estate—Cadastral Tax 
Municipalities derive a large portion of their revenues from this tax. 
Each municipality has the right to determine rates within a framework 
given by the National Congress. 
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Chapter 14 Colombia 
Employment Taxes 
Social Security Contributions. These are described at 7.01, but 
generally follow the U.S. pattern. These contributions are to the: 
• Social Security Institute. 50% of the contribution is made by the em-
ployer, 25% by the employee, and 25% by the government. The 
basis of the contribution is employee salary. Rates are progressive 
from a minimum of $45 per month to a maximum of $3,500 per 
month. 
• National Service of Apprenticeship (SENA). The contribution is 2% 
of the payroll. 
• Family Compensation Fund. The contribution is 4% of the payroll. 
• Colombian Institute of Family Welfare (ICBF) .The contribution is 
2% of the payroll. 
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Estate and Gift Taxes 
Inheritances and gifts are taxed at differing rates depending upon the 
recipient's relationship to the source. 
• Spouses, descendants, or ascendants are not subject to a transfer 
tax. 
• Sisters are taxed at a 10% rate. 
• All others are taxed at 20%. 
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Rate Tables Colombia 
Income Tax Rates 
(Taxable Year 1 977) 
Taxable Income 
Bracket ($) 
0- 27,000 
27,001- 31,000 
31,001- 35,000 
35,001- 39,000 
39,001- 43,000 
43,001- 47,000 
47,001- 51,000 
51,001- 56,000 
56,001- 61,000 
61,001- 66,000 
66,001- 72,000 
72,001- 77,000 
77,001- 82,000 
82,001- 88,000 
88,001- 93,000 
93,001- 100,000 
100,001- 110,000 
110,001- 120,000 
120,001- 130,000 
130,001- 140,000 
140,001- 150,000 
150,001- 160,000 
160,001- 170,000 
170,001- 180,000 
180,001- 190,000 
190,001- 200,000 
200,001- 220,000 
220,001- 240,000 
240,001- 260,000 
260,001- 280,000 
280,001- 300,000 
300,001- 320,000 
320,001- 400,000 
400,001- 480,000 
480,001- 560,000 
560,001- 640,000 
640,001- 720,000 
720,001- 800,000 
800,001- 880,000 
880,001- 960,000 
960,001-1,000,000 
1,000,001-upward 
Rate on 
Excess 
Tax on Lower over Lower 
Amount ($) Amount (%) 
0 0 
2,700 11 
3,140 12 
3,620 13 
4,140 14 
4,700 15 
5,300 16 
5,940 17 
6,790 18 
7,690 19 
8,640 20 
9,840 21 
10,890 22 
11,990 23 
13,370 24 
14,570 25 
16,320 26 
18,920 28 
21,720 29 
24,620 31 
27,720 32 
30,920 34 
34,320 35 
37,820 37 
41,520 38 
45,320 40 
49,320 41 
57,520 42 
65,920 43 
74.520 44 
83,320 45 
92,320 46 
101,520 47 
139,120 48 
177,520 49 
216,720 50 
256,720 51 
297,520 52 
339,120 63 
381,520 54 
424,720 55 
446,720 56 
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Rate Tables Colombia 
Income Tax Rates 
(Taxable Year 1978) 
Taxable Income 
Bracket ($) 
0- 29,000 
29,001- 33,000 
33,001- 38,000 
38,001- 42,000 
42,001- 47,000 
47,001- 51,000 
51,001- 55,000 
55,001- 61,000 
61,001- 67,000 
67,001- 73,000 
73,001- 79,000 
79,001- 84,000 
84,001- 90,000 
90,001- 96,000 
96,001- 100,000 
100,001- 110,000 
110,001- 120,000 
120,001- 130,000 
130,001- 140,000 
140,001- 150,000 
150,001- 160,000 
160,001- 170,000 
170,001- 180,000 
180,001- 190,000 
190,001- 200,000 
200,001- 210,000 
210,001- 220,000 
220,001- 240,000 
240,001- 260,000 
260,001- 280,000 
280,001- 310,000 
310,001- 330,000 
330,001- 350,000 
350,001- 440,000 
440,001- 520,000 
520,001- 610,000 
610,001- 700,000 
700,001- 790,000 
790,001- 870,000 
870.001- 960,000 
960,001-1,000,000 
1,000,001-1,100,000 
1,100,001-upward 
Rate on 
Excess 
Tax on Lower over Lower 
Amount ($) Amount (%) 
0 0 
2,900 11 
3,340 12 
3,940 13 
4,460 14 
5,160 15 
5,760 16 
6,400 17 
7,420 18 
8,500 19 
9,640 20 
10,840 21 
11,890 22 
13,210 23 
14.590 24 
15,550 25 
18,050 26 
20,650 28 
23,450 29 
26,350 30 
29,350 32 
32,550 33 
35,850 35 
39,350 36 
42,950 37 
46,650 39 
50,550 40 
54,550 41 
62,750 42 
71,150 43 
79,750 44 
92,950 45 
101,950 46 
111,150 47 
153,450 48 
191,850 49 
235,950 50 
280,950 51 
326,850 52 
368,450 53 
416,150 54 
437,750 55 
492,750 56 
50 Deloitte Haskins & Sells 
Rate Tables Colombia 
Income Tax Rates 
(Taxable Year 1979) 
Rate on 
Excess 
Taxable Income Tax on Lower over Lower 
Bracket ($) Amount ($) Amount (%) 
0 - 36,000 0 0 
36,001 - 42,000 3,600 11 
42,001 - 47,000 4,260 12 
47,001 - 53,000 4,860 13 
53,001 - 58,000 5,640 14 
58,001 - 63,000 6,340 15 
63,001 - 69,000 7,090 16 
69,001 - 76,000 8,050 17 
76,001 - 83,000 9,240 18 
83,001 - 91,000 10,500 19 
91,001 - 98,000 12,020 20 
98,001 - 110,000 13,240 21 
110,001 - 120,000 1 5,940 23 
120,001 - 130,000 18,240 24 
130,001 - 140,000 20,640 25 
140,001 - 150,000 23,140 27 
150,001 - 160,000 25,840 28 
160,001 - 170,000 28,640 29 
170,001 - 180,000 31,540 30 
180,001 - 190,000 34,540 31 
190,001 - 200.000 37,640 32 
200,001 - 210,000 40,840 33 
210,001 - 220,000 44,140 34 
220,001 - 230,000 47,540 35 
230,001 - 240,000 51,040 36 
240,001 - 250,000 54,640 38 
250,001 - 260,000 58,440 39 
260,001 - 270,000 62,340 40 
270,001 - 300,000 66,340 41 
300,001 - 330,000 78,640 42 
330,001 - 350,000 91,240 43 
350,001 - 380,000 99,840 44 
380,001 - 410,000 113,040 45 
410,001 - 430.000 126,540 46 
430,001 - 540,000 135,740 47 
540,001 - 650,000 187,440 48 
650,001 - 760,000 240,240 49 
760,001 - 870,000 294,140 50 
870,001 - 980,000 349,140 51 
980,001 -1,100,000 405,240 52 
1,100,001 -1,200,000 467,640 53 
1,200,001 -1,300,000 520,640 54 
1,300,001 -1,400,000 574,640 55 
1,400,001 -upward 629,640 56 
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Rate Tables Colombia 
Net Wealth Tax Rates 
(Taxable Year 1977) 
Net Taxable Net Wealth 
Bracket ($) 
0-
110,001-
210,001-
320,001-
430,001-
530,001-
640,001-
740,001-
850,001-
960,001-
1,100,001-
1,200,001-
1,300,001-
2,000,001-
2,700,001-
3,300,001-
110,000 
210,000 
320,000 
430,000 
530,000 
640,000 
740,000 
850,000 
960,000 
1,100,000 
1,200,000 
1,300,000 
2,000,000 
2,700,000 
3,300,000 
upward 
Tax on Lower 
Amount ($) 
0 
0 
600 
1 ,370 
2,250 
3,150 
4,250 
5.350 
6,670 
8,100 
10,060 
11,560 
13,160 
25,060 
37,660 
49,060 
Rate on 
Excess 
over Lower 
Amount 
(per M * ) 
0 
6 
.7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
*M = per thousand 
52 Deloitte Haskins & Sells 
Rate Tables Colombia 
Net Wealth Tax Rates 
(Taxable Year 1978) 
Rate on 
Excess 
over Lower 
Net Taxable Net Wealth Tax on Lower Amount 
Bracket ($) Amount ($) (per M * ) 
0- 120,000 0 0 
120,001- 230,000 0 6 
230,001- 350.000 660 7 
350,001- 470,000 1,500 8 
470,001- 580,000 2,460 9 
580,001- 700,000 3,450 10 
700,001- 820,000 4,650 11 
820,001- 930,000 5,970 12 
930,001-1,000,000 7,290 13 
1,000,001-1,200,000 8,200 14 
1,200,001-1,300,000 11,000 1 5 
1,300,001 -1,500,000 12,500 1 6 
1,500,001 -2,200,000 15,700 17 
2,200,001-2,900,000 27,600 18 
2,900,001-3,600,000 40,200 19 
3,600,001-upward 53,500 20 
*M = per thousand 
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Rate Tables Colombia 
Net Wealth Tax Rates 
(Taxable Year 1979) 
Net Taxable Net Wealth Tax on Lower 
Bracket ($) Amount ($) 
0- 140,000 0 
140,001- 290,000 0 
290,001- 430,000 900 
430,001- 580,000 1,880 
580,001- 720,000 3.080 
720,001- 870,000 4,340 
870,001-1,000,000 5,840 
1,000,001 -1,200,000 7,270 
1,200,001-1,300,000 9,670 
1,300,001-1,400,000 10,970 
1,400,001 -1,600,000 12,370 
1,600,001 -1,800,000 1 5,370 
1,800,001 -2,700,000 18,570 
2,700,001 -3,600,000 33,870 
3,600,001 -4,500,000 50,070 
4,500,001-upward 67,170 
* M = per thousand 
Rate on 
Excess 
over Lower 
Amount 
(per M * ) 
0 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
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Rate Tables Colombia 
Rates for Withholding at Source on Wages 
(Taxable Year 1978) 
(Applicable to workers receiving earned income ceded by the spouse) 
Number of dependent persons besides the spouse 
None 1 2 3 4 5 and over 
(%) (%) (%) (%) (%) (%) 
1,001 - 1,500 4.2 
1,501 - 2,000 7.2 4.1 1.1 
2,001 - 2,500 8.1 5.7 3.3 0.9 
2,501 - 3,000 8.6 6.5 4.6 2.6 0.7 
3,001 - 3,500 9.0 7.3 5.6 4.8 2.3 0.7 
3,501 - 4,000 9.4 7.9 6.5 5.0 3.6 2.2 
4,001 - 4,500 10.2 8.8 7.6 6.3 5.1 3.8 
4,501 - 5,000 11.0 9.8 8.6 7.5 6.4 5.2 
5,001 - 6,000 12.1 11 .0 10.0 9.0 8.1 7.1 
6,001 - 7,000 13.3 12.4 11.5 10.7 9.9 9.0 
7,001 - 8,000 14.3 13.5 12.8 12.1 11.4 10.6 
8,001 - 9,000 15.3 14.6 14.0 13.3 12.7 12.1 
9,001 -11,000 16.7 16.0 15.5 14.9 14.4 13.9 
11,001 -13,000 18.3 17.8 17.3 16.8 16.4 15.9 
13,001 -15,000 19.9 19.4 19.0 18.6 18.2 17.8 
15,001 -17,000 21.4 20.9 20.6 20.2 19.9 19.5 
17,001 -19,000 22.6 22.2 21.9 21.6 21.3 21 .0 
19,001-21,000 23.8 23.4 23.1 22.8 22.6 22.3 
21,001 -25,000 25.2 24.8 24.6 24.3 24.1 23.8 
25,001-30,000 27.0 26.7 26.5 26.2 26.1 25.8 
30,001-upward 28.5 28.3 28.'1 27.9 27.7 27.6 
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Rates for Withholding at Source on Wages 
(Taxable Year 1978) 
(Applicable to workers who neither receive earned income nor cede it 
to the spouse) 
Number of dependent persons 
None 1 
(%) 
3,501 - 4,000 0.5 
4,001 - 4,500 1.5 
4,501 - 5,000 2.6 
5,001 - 6,000 3.9 
6,001 - 7,000 5.5 
7,001 - 8,000 6.9 
8,001 - 9,000 8.1 
9,001 -11,000 9.8 
11,001 -13,000 11.8 
13,001 -15,000 13.5 
15,001 -17,000 15.2 
17,001 -19,000 16.8 
19,001 -21,000 18.3 
21,001-25,000 20.3 
25,001 -30,000 22.6 
30,001-upward 24.8 
2 3 4 5 and over (%) (%) (%) (%) 
1.3 
2.9 1 .9 0.9 
4.6 3.8 2.9 2.1 1.3 
6.1 5.3 4.6 3.9 3.2 
7.4 6.8 6.1 5.5 4.9 
9.2 8.7 8.1 7.6 7.0 
11.2 10.8 10.3 9.8 9.4 
13.1 12.7 12.3 11.9 11.5 
14.9 14.4 14.1 13.7 13.4 
16.4 16.1 15.8 15.5 15.2 
17.9 17.7 17.4 17.1 16.8 
19.9 19.7 19.4 19.2 19.0 
22.3 22.1 21 .9 21.7 21.5 
24.5 24.3 24.1 24.0 23.8 
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Rate Tables Colombia 
Rates for Withholding at Source on Wages 
(Taxable Year 1978) 
(Applicable to workers who cede earned income to the spouse) 
Number of dependent persons besides the spouse 
None 1 2 3 4 5 and over 
(%) (%) (%) (%) (%) (%) 
6,001- 7,000 1.4 0.5 
7,001- 8,000 2.4 1.6 0.9 
8,001- 9,000 3.4 2.7 2.1 1.4 0.8 
9,001-11,000 4.9 4.3 3.7 3.2 2.7 2.1 
11,001-13,000 6.8 6.2 5.8 5.3 4.9 4.4 
13,001-15,000 8.6 8.1 7.7 7.3 6.9 6.5 
15,001-17,000 10.2 9.8 9.5 9.1 8.8 8.4 
17,001-19,000 11.8 11 .4 11.1 10.8 10.5 10.2 
19,001-21,000 13.4 13.0 12.7 12.4 12.1 11.9 
21,001-25,000 15.6 15.3 15.0 14.8 14.5 14.3 
25,001-30,000 18.5 18.2 18.0 17.8 17.6 17.4 
30,001-upward 21.0 20.7 20.6 20.4 20.2 20.0 
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Rate Tables Colombia 
Rates for Withholding at Source on Wages 
(Taxable Year 1979) 
(Applicable to workers receiving earned income ceded by the spouse) 
Number of dependent persons besides the spouse 
None 1 2 3 4 5 and c 
(%) (%) (%) (%) (%) (%) 
0- 2,500 0 
2,501- 3,000 2.0 
3,001- 3,500 3.0 1.0 
3,501- 4,000 4.0 2.5 1.0 
4,001- 4,500 5.0 3.7 2.5 1.3 
4,501- 5,000 6.0 4.8 3.6 2.4 1.2 
5,001- 6,000 8.0 6.9 5.8 4.7 3.6 2.5 
6,001- 7,000 10.0 9.0 8.0 7.0 6.0 5.0 
7,001- 8,000 12.0 11.1 11.2 9.3 8.4 7.5 
8,001- 9,000 14.0 13.2 12.4 11.6 10.8 10.0 
9,001-11,000 16.0 15.3 14.6 13.9 13.2 12.5 
11,001-13,000 18.0 17.4 16.8 16.2 15.6 15.0 
13,001-15,000 19.2 18.7 18.3 17.9 17.5 17.1 
15,001-17,000 20.8 20.3 20.0 19.6 19.3 18.9 
17,001-19,000 22.1 21.7 21.4 21.1 20.8 20.5 
19,001-21,000 23.4 23.0 22.7 22.4 22.2 21.8 
21,001-25,000 24.9 24.5 24.3 24.0 23.8 23.5 
25,001-30,000 26.8 26.5 26.3 26.0 25.9 25.6 
30,001-40,000 28.4 28.2 28.0 27.8 27.6 27.5 
40,001-upward 30.5 30.3 30.1 29.9 29.7 29.5 
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Rate Tables Colombia 
Rates for Withholding at Source on Wages 
(Taxable Year 1979) 
(Applicable to workers who neither receive earned income nor cede it 
to the spouse) 
Number of dependent persons 
None 1 
($) (%) (%) 
0- 4,500 0 
4,501- 5,000 2.0 
5,001- 6,000 3.0 
6,001- 7,000 5.0 
7,001- 8,000 6.0 
8,001- 9,000 7.0 
9,001-11,000 9.0 
11,001-13,000 11 .0 
13,001-15,000 12.7 
15,001-17,000 14.5 
17,001-19,000 16.5 
19,001-21,000 18.0 
21,001-25,000 20.0 
25,001-30,000 22.0 
30,001-40,000 24.0 
40,001-upward 27.6 
2 3 4 5 and over 
(%) (%) (%) (%) 
1.5 
3.6 
4.7 
5.8 
7.9 
10.0 
11.8 
13.7 
15.8 
17.4 
19.5 
21.6 
23.7 
27.4 
0.8 
3.4 
4.6 
6.8 
9.0 
10.9 
12.9 
15.1 
16.8 
19.0 
21.2 
23.4 
27.2 
2.1 
3.4 
5.7 
8.0 
10.0 
12.1 
14.4 
16.2 
18.5 
20.8 
23.1 
27.0 
0.8 
2.2 
4.6 
7.0 
9.1 
11.3 
13.7 
15.6 
18.0 
20.4 
22.8 
26.8 
1.0 
3.5 
6.0 
8.2 
10.5 
13.0 
15.0 
17.5 
20.0 
22.5 
26.6 
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Rate Tables Colombia 
Rates for Withholding at Source on Wages 
(Taxable Year 1979) 
(Applicable to workers who cede earned income to the spouse) 
Number of dependent persons besides the spouse 
None 1 2 3 4 5 and over 
(%) (%) (%) (%) (%) (%) 
0- 8,000 0 
8,001- 9,000 2.0 0.8 
9,001-11,000 3.5 2.4 1.3 
11,001-13,000 5.3 4.3 3.3 2.3 1.3 
13,001-15,000 7.4 6.5 5.6 4.7 3.8 2.9 
15,001-17,000 9.7 8.9 8.1 7.3 6.5 5.7 
17,001-19,000 11.0 10.3 9.6 8.9 8.2 7.5 
19,001-21,000 12.5 11 .9 11 .3 10.7 10.1 9.5 
21,001-25,000 14.8 14.3 13.8 13.3 12.8 12.3 
25,001-30,000 17.7 17.3 16.9 16.5 16.1 15.7 
30,001-40,000 21.0 20.7 20.4 20.1 19.8 19.5 
40,001-upward 24.0 23.8 23.6 23.4 23.2 23.0 
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Rate Tables Colombia 
Rates for Withholding at Source on Wages 
(Taxable Year 1980) 
(Applicable to workers receiving earned income ceded by the spouse) 
Number of dependent persons besides the spouse 
None, 1 or 2 3 or more 
($) (%) (%) 
0- 3,500 0 
3,501- 4,000 0.5 — 
4,001- 4,500 1.7 — 
4,501- 5,000 3.1 0.8 
5,001- 6,000 4.8 2.8 
6.001- 7,000 6.8 4.8 
7,001- 8,000 8.6 7.0 
8,001- 9,000 10.2 9.0 
9,001-11,000 12.1 10.8 
11,001-13,000 14.4 13.3 
13,001-15,000 16.0 15.3 
15,001-17,000 17.7 17.0 
17,001-19,000 19.1 18.5 
19,001-21,000 20.5 20.0 
21,001-25,000 22.0 21 .6 
25,001-30,000 23.9 23.6 
30,001-40,000 25.6 25.3 
40,001-50,000 27.6 27.3 
50,001-60,000 29.6 29.3 
60,001-upward 31.6 31.3 
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Rate Tables Colombia 
Rates for Withholding at Source on Wages 
(Taxable Year 1980) 
(Applicable to workers who neither receive earned income nor cede it 
to the spouse) 
Number of dependent persons 
0- 5,000 
None, 1 or 2 
(%) 
3 or more 
(%) 
0 
5,001- 6,000 
6,001- 7,000 
7,001- 8,000 
8,001- 9,000 
9,001-11,000 
11,001-13,000 
13,001-15,000 
15,001-17,000 
17,001-19,000 
19,001-21,000 
21,001-25,000 
25,001-30,000 
30,001-40,000 
40,001-50,000 
50,001-60,000 
60,001-upward 
0.5 
2.0 
3.0 
4.1 
6.0 
8.0 
9.7 
11.6 
13.6 
15.2 
17.2 
19.3 
21.5 
25.0 
26.8 
29.6 
0.5 
2.0 
4.0 
6.2 
8.1 
10.1 
12.6 
14.2 
16.4 
18.7 
21.1 
24.7 
26.5 
29.3 
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Rate Tables Colombia 
Rates for Withholding at Source on Wages 
(Taxable Year 1980) 
(Applicable to workers who cede earned income to the spouse) 
Number of dependent persons besides the spouse 
None, 1 or 2 3 or more 
($) (%) (%) 
0- 9,000 0 
9,001-11,000 1.0 — 
11,001-13,000 2.8 1.0 
13,001-15,000 4.8 3.4 
15,001-17,000 6.8 5.6 
17,001-19,000 8.1 7.3 
19,001-21,000 9.3 8.6 
21,001-25,000 11.4 10.7 
25,001-30,000 14.4 13.8 
30,001-40,000 18.3 17.8 
40,001-50,000 21.3 21.0 
50,001-60,000 23.3 23.0 
60,001-upward 24.6 24.3 
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Rate Tables Colombia 
Rates for Withholding at Source on Dividends 
(Taxable Years 1977 and 1978) 
Taxable Year Taxable Year 
1977 1978 
Monthly Dividend ($) Withholding (%) Withholding (%) 
0- 4,000 0 0 
4,001- 4,500 1.9 1.8 
4,501- 5,000 2.1 2.0 
5,001- 6,000 2.3 2.2 
6,001- 7,000 2.6 2.4 
7,001- 8,000 2.8 2.7 
8,001- 9,000 3.0 2.9 
9,001-11,000 7.2 5.0 
11,001-13,000 12.2 10.1 
13,001-15,000 16.4 14.2 
15,001-17,000 20.0 17.9 
17,001-19,000 23.2 21.1 
19,001-21,000 25.9 24.0 
21,001-25,000 29.4 27.5 
25,001-30,000 33.6 30.6 
30,001-upward 37.0 34.4 
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Rate Tables Colombia 
Rates for Withholding at Source on Dividends 
(Taxable Year 1979) 
Taxable Year 
1979 
Monthly Dividend ($) Withholding 
0- 4,500 0 
4,501- 5,000 1.0 
5,001- 6,000 1.6 
6,001- 7,000 1.7 
7,001- 8,000 1.9 
8,001- 9,000 2.0 
9,001-11,000 3.5 
11,001-13,000 8.5 
13,001-15,000 12.6 
15,001-17,000 15.6 
17,001-19,000 19.6 
19,001-21,000 23.6 
21,001-25,000 27.2 
25,001-30,000 30.4 
30,001-40,000 34.3 
40,001-upward 37.0 
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Rate Tables Colombia 
Rates for Withholding at Source on Dividends 
(Taxable Year 1980) 
Monthly Dividend ($) Withholding (%) 
0- 4,500 0 
4,501- 5,000 1.8 
5,001- 6,000 2.4 
6,001- 7,000 3.2 
7,001- 8,000 3.8 
8,001- 9,000 4.2 
9,001-11,000 5.1 
11,001-13,000 6.1 
13,001-15,000 9.4 
15,001-17,000 13.1 
17,001-19,000 16.3 
19,001-21,000 19.2 
21,001-25,000 22.8 
25,001-30,000 26.5 
30,001-40,000 30.2 
40,001-50,000 33.0 
50,001-60,000 36.0 
60,001-upward 39.8 
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Appendix A Colombia 
Legislation 
Income 
Number Year 
Law 19 1974 
Law 23 1974 
Law 27 1974 
Decree 142 1974 
Decree 1099 1974 
Decree 1970 1974 
Decree 1979 1974 
Decree 1999 1974 
Decree 2053 1974 
Decree 2086 1974 
Decree 2143 1974 
Decree 2247 1974 
Decree 2272 1974 
Decree 2310 1974 
Decree 2348 1974 
Decree 2366 1974 
Decree 2373 1974 
Decree 2374 1974 
Decree 2375 1974 
Decree 2820 1974 
Decree 2821 1974 
Decree 2848 1974 
Number Year 
Law 52 1975 
Decree 065 1975 
Decree 187 1975 
Decree 400 1975 
Decree 626 1975 
Decree 634 1975 
Decree 844 1975 
Decree 1226 1975 
Decree 1227 1975 
Decree 1604 1975 
Decree 1771 1975 
Decree 2123 1975 
Decree 2168 1975 
Decree 2799 1975 
Decree 2800 1975 
Decree 2801 1975 
Law 2a 1976 
Law 16 1976 
Law 19 1976 
Decree 074 1976 
Decree 083 1976 
(continued) 
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Appendix A 
(continued) 
Colombia 
Number Year 
Decree 149 1976 
Decree 331 1976 
Decree 370 1976 
Decree 486 1976 
Decree 584 1976 
Decree 863 1976 
Decree 1115 1976 
Decree 1361 1976 
Decree 1636 1976 
Decree 1649 1976 
Decree 2091 1976 
Decree 2263 1976 
Decree 2264 1976 
Decree 2265 1976 
Decree 2322 1976 
Decree 2599 1976 
Decree 2613 1976 
Decree 2655 1976 
Law 52 1977 
Law 57 1977 
Decree 236 1977 
Decree 290 1977 
Decree 1119 1977 
Decree 2998 1977 
Number Year 
Decree 88 1978 
Decree 250 1978 
Decree 825 1978 
Decree 1495 1978 
Decree 2067 1978 
Decree 2114 1978 
Decree 2218 1978 
Decree 2832 1978 
Law 20 1979 
Decree 1240 1979 
Decree 1901 1979 
Decree 2062 1979 
Decree 2143 1979 
Decree 2326 1979 
Decree 2540 1979 
Decree 2595 1979 
Decree 3045 1979 
Decree 3089 1979 
Decree 3210 1979 
Decree 3211 1979 
Decree 3212 1979 
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Appendix B Colombia 
Monetary Adjustments 
In 1973, Colombia introduced a savings account system allowing for 
monetary corrections due to inflation in accordance with official 
growth indices of rising prices. It operates through the purchase of 
"Constant Purchasing Power Units" (UPAC), the mechanics of 
which, from the tax point of view, are as follows: 
UPAC generates two types of income, that is, interest, which may 
be either 5% or 5.5%, and the inflation adjustment or monetary cor-
rection (Indexation), which may not exceed 17% and which, taxwise, 
is divided into two sections: up to 8% of revenues is not considered 
as income (6.02) and, therefore, not subject to tax; from this point on 
and until it reaches the inflation adjustment percentage, it is con-
sidered as capital gains (6.06). To facilitate the understanding of 
this figure, we present, below, an example with the following 
assumptions: 
Amount of Savings $2,000,000 
Interest Rate (5%) 100,000 
Inflation Adjustment (17%) 340,000 
Tax treatment, assuming the recipient of the income is a natural 
individual to whom the previous rates for 1 979 are applicable, and, to 
facilitate the example, such individual does not receive any other 
type of income (6.06): 
Interest, considering it constitutes ordinary income, is subject to 
a tax of $13,660; 
The first 8 points of the inflation adjustment, which are treated as 
exempted income. Tax amount: $0; 
The portion of the inflation adjustment included between 8% and 
17% treated as capital gains, and applying the procedures previously 
covered in section 6.06, is subject to the following tax: 
1) Ordinary taxable income $ 0 
2) Capital gain 180,000 
3) Tax on capital gain (6.06) 18,000 
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Appendix C Colombia 
Factors on Which the Annual Monetary 
Correction Adjustment Applies 
Taxable Year 
1977 1978 
($) ($) 
Division of Earned Income 
Allocation to spouses up to 
half of 
Deductibility Limitation 
for compensation for 
personal services paid to 
persons economically related 
or to partners of limited 
partnership companies: 
Manager up to 
Other positions 
Income from Usufruct (6.02) 
5% of the cadastral value in 
excess of 
Retirement Income 
Exempted per month up to 
Personal and Dependents 
Tax Credits 
Taxpayer 
Spouse 
Each dependent 
Special Personal Tax 
Credit Limitation 
Rental expense: 20% of the 
first 
plus 5% of the excess 
Education and health 
expenses: 10% of such 
expenses with no limit or 
(if no proof of expenses) 
minimum credit of 
Dividend Tax Credit Limitation 
20% of the first 
Provided the net wealth 
is below 
80,000 
40,000 44,000 
27,000 29,000 
500,000 550,000 
13,000 
1,300 
1,300 
700 
13,000 
1,300 
1979 
87,000 110,000 
18,000 
1,500 
1,500 
700 
15,000 
1,500 
80,000 87,000 
3,300,000 3,600.000 
54,000 
36,000 
680,000 
20,000 
1,800 
1,800 
900 
50,000* 
1,500 
100,000 
4,000,000 
(continued) 
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Appendix C 
(continued) 
Colombia 
Earned Income Withholding 
Tax Credit 
25% of the first 
plus 10% of the excess 
Reforestation Tax Credit 
20% tax credit, but maximum 
investment per tree 
Tax Credit for Inheritances 
Maximum credit 
Independent Professionals 
Need of a listing of: 
Itemized gross income 
received from sole 
individuals in excess of 
Accounts receivable in 
excess of 
Publishing Industry Exemptions 
Investment up to 
Profits up to 
Copyright Exemptions 
National authors 
Foreign authors 
Exemption for Single Agreements of 
Future Retirement Pensions 
Present value of monthly 
payments up to 
Obligation To File a Tax Return 
Annual income over 
Net wealth over 
Taxable Year 
1977 1978 
($) ($) 
N / A 
2,000 
660,000 
66,000 
130,000 
66,000 
13,000 
N /A 
20,000 22,000 
2,900 
130,000 150,000 
730,000 
73,000 
1 50,000 
73,000 
15,000 
22,000 29,000 
110,000 120,000 
1979 
20,000* 
N/A* 
3,600 
180,000 
910,000 
91,000 
180,000 
91 ,000 
20,000 
36,000 
140,000 
(continued) 
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Appendix C 
(continued) 
Colombia 
Taxable Year 
1977 1978 1979 
($) ($) ($) 
Associations, Nonprofit 
Corporations, Affiliations 
Need to report: 
Income received from the 
same person in excess of 1,300 1,500 1,800 
Payments made to the 
same person or entity in 
excess of 13,000 15,000 18,000 
Taxpayers Exempted from Keeping 
Accounting Records 
Need to report: 
Gross income received 
from a sole individual in 
excess of 13,000 15,000 18,000 
Accounts receivable in 
excess of 130,000 150,000 180,000 
Payments to a single 
person in excess of 12,000 13,000 16,000 
Right of Appeal 
Amounts in excess of 13,000 N/A* N/A* 
Penalties for Infringements Related 
to Accounting 
Up to 2% of annual 
income below 2,700,000 2,900,000 3,600,000 
Up to 3% on the excess of 2,700,000 2,900,000 3,600,000 
and not over 6,600,000 7,300,000 9,100,000 
Up to 4% on the excess of 6,600,000 7,300,000 9,100,000 
When above is inapplicable: 
Minimum penalty 6,600 7,300 9,100 
Maximum penalty 660,000 730,000 910,000 
Miscellaneous Penalties 
For not appearing when 
summoned: 
Maximum 1,300 1,500 1,800 
Penalties to notaries 13,000 15,000 18,000 
Penalties to public 
Officers 1,300 1,500 1,800 
*New legislation 
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